CERTIFIED HAIL FER - 4 193

Dear Applicant:

Ye have considered your application for recognition of exenption from Federal
income taxz wnder section 501(C) {6} of the Internal Revenue Code.

The information submitted discloses that you were formed as an unincerporated

association

A.

=3

B.
F.

q.

. Your By-Laws state your purposes:

7o establish a professional organization to promote Eed and

Breakfast Inns in B Countv for the purpose of association

gain, rather than individual gain.

To provide opportunities for innkeepers to:

1. Benefit from each other's expertise.

2. Pronote member properties through joint special events! e.q.
advertising, referral and seasonal fours.

to monitor legislative action impacting our industry.

To provide guidelines apd encourage high standards

of hospitality, service and guality for guests.

o engage in sound and ethical business practices.

tTa commanicate with other organizations that subscribs to similar

goals.

To support the membership through collective action with national.

state and local regulator agencigs.

Your activities include:

1.

Phone Chain--

a. Purposs of this activity is to refer proapective guests o
members of the ussociation who have availability for the
requested dates.

b. ‘this activity started with the inception of the
association, I has and #ill contipue &s long as the
association is in existence.

¢. FEach member in the agsociation does this activity veekly
on a rotating schedule throughout the year. The calls are
referred from general ingquiries or froam the agsociation’s
300 telephope number which ig transfarred each week fronm
inn to inn.




2. Brochuwras--

a. furpess of thisz sckiyity iz o advartice the menber ions
of the asewciation in a document vbhich degcribas pach
property by word apd pioture.

b, brochurss wers conpiled in Bl osc are alwavs
availabie and vpdated ze veguinod.

/. Thess bprachures are mailed upon roes guest gnd are available
- 2% aach nomber digryibuted ip iocal

iz to adzertize the wmermber
e Iatilc pnvlz“ztmn" wrt 'w "‘1
1

_ _ and tha
_ rhove renrarontative bat not

e Lnr-l\-

4. tmarterie Meesting--
A. Purposs of this activity is ¥o coandnet uecesIaAry b‘),‘ﬂ. sy
apd for an exchange of ide
ag:  how to deal with probiler guente, cancegllation
paliciss, owrohrsisg idm.., 500 § sepviess, and informing
panh other oF aven attractions and activities.

.: ag and helpful information ch
vt v

b, Phase meetings ave beld in Vebrvary, #av, =i, and
Rawambar of cach vesy.
< ringe are copducted by fhe of tha

2t mombex inng.

5. Vidoo Advertieing
a. Purpoze of this activity is %o adwzybise the semnber
in a televisian forssn.  Hach ilun was widen {aped
appropriate viswal and andin desarintion.
w.  one videsn was produced in -
. curreatly the vidse is on display ot the ]
I

T

(&)

. opganicsd Evenha--
. Purpeose Lg to provide sn activity o eacouvans guests £0
crne to I Cconty and 2tar ab mpasber dnns, .
b, L pauare dapce was 'v!"“?.“l"f‘d and hoid i NG
n. ®hiz mgears dance was hald io [N
Pacility and was hosted by tb\, momber inng.




Yoy are a nenbpership oroanizalion OpED tn a1l hed and hreakiast innkeepers
Tocared in NN Covnty. I <to Rsv of mEy not mest alict
I o horshin criteria.

tncome to your organization 15 derived from nesbership fees.

Expenses shown 3are allgeated to
i

telephone (800 number}, postagafstationary,
advertising-brochure,. advertising-vids

[i3e
idso. bank charges, and nigcellanaons

Sectinn 501{c) {6} of tha Internal Revepus Code provides exenption from o
Federal income tax to organiza stions auch as business leagues, ch“mherb
of commerce, real-estate boards and other organizations that are not -
organized for profit and no part o* the net earminga of which 1nur«s

tn the benefit of any private anareholder or individaal.
cartion 1.501{03{6}-1 of the \nﬂomﬂ tax Regulations defines a
501 () {6} oraanization as follove

1. & business league is an association of
common bhuginess interest, the
commonr interest and no Wi £
ordinarily carried on Fﬂr “rof

2. 1 bhusiness lsague is an organization of the cams general
class as a chanber of commerce or poard of trade. The ackivities
should be directed to the im provamonf of business conditions of
one or mors lines of hus siness ag distinguished from the
performancsa of sorvices for individuals persons.

3. An organization whose pUrpose is to engage in a regular
busiuness of a kind ordinarily carried on for profit even though
the business is conducted on 2 cooperative basis snd produces only
sufficient income to be self-austzining is not a business league.

—r
ot
Q

-
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Natlonal Nuffler Dealers’ resociatien Y. U.S. 440 0.5, A472{1979)
discusges an u*ga ization that anDllﬁﬂ for tax »yemp? ‘status under
section 501{c){(A}. In this cas= the organization formed a 4trade
association of franchised muffler dsalers. The organization 11m1ted
its membership to Midas Nuffler dealers and it6 act1v1t1es to Hldas
Huffler businesses.

Revenue Ruling 56-65 published ip Cumulative Bulletin 1956-1 -on o
page 199, denied exemptlon to an organization whose prlnCIpﬂl act1v1tyv
consists of furnishing particular information and specia ized mervices
to its individusl members engaged in & par+1CLlar industry, to aifect,'
‘gconomies in the operation of their individual pusinegses.-

- An organization pert forming particular servxces for individual patsons
- is not. entitled to exemptioh from Tederal income tax uuder section
j;Sﬁl( )tﬁl of the Interpal Revenue Code of 1966 as-a’ bu51ness lea'ue‘




-

™

" We therAfore hold *hat you lack the essential characheris f1c= o‘ a”

.Accordlngly,,you do not meet the test of the statute and do‘not
: qualltv for exemnt&on under Secflon 501(c: ) of the Code. o

‘.4...

Revenie #uling 58

<294 published in Cumulative Aniietin
244 holas thar an o9

aby

&

: 1%
rTUANLIATLON 0FaAani and ;ncrafwf o7 hthe
% buziness adyerticing and e a
a specified patented product TAF ROL A bnf‘na=

neaning of section S0i{c){(5)
tha buziness interests af fv~
the industrv as a whale

of promoting unifo

.
O

1ts primary FHVL",. was Lo further
Ty rather than

kKewenue Ruling £7-77 publizhed in Cumulative Bulietin 1967-1 on pangs
138 holde that arn organization compased cf dealers in a certoin make
2f auwtomobile in a designated area, ordanized and mperated for the
primary puarpose of fipancing cenpsvral advertising campiians Lo promote,
vith funds contributed by dealev-members. the sale of that autonobils,
is periorming particular services for its wembers instsad of promoting
the common interests of the auwtcmotive industyy as 2 whole was not
entitied to exemption ag a business leagne.

Your apsration of an 300 number (telephone chain) Yo rafar prospective
guests to members of the association who have availability for the

requested dates is din actuality a reservation service f£or the
xclusive benefit of yvour membere. It is nor an activity aimed at the
improvement of general business conditians.

Your organization also advertises by brochure and video. The

brochures contain a written description of each menber inn and an
artist's drawing of each. “he brochures ars mailed upon reguest apd
are available zt each inn, and seversl visitors centers., The brochure
contains information about gift certificates that can be nsad at
B ncnber inns. The video is in television format and nay bo
viewed at the_.

The publication of advertising matter conftaining listings of the names
of individual members constitutes advertising for the individualz so
advertised and is thus considered the performance of particular
services for such individuals, rather than an activitv zimed at the
improvement of general business conditionsg.

Your activities are directed solely to pro&otlna the busin ss and
econonic interests ¢of vour membership. not an 1udustrv. '

chamber of commerce, hoard of trade, and/or pusiness leamue. .




Enclosure: Publicatien 8%2

You are required to £1le Federal income tax returns on vorm 1120.

1f you do net agres2 with out determinaticn, you RAY regast
consideration of thiz matter by the office of Regional pirector o
ippeals. To do this, you ghould file a gritzen appezl us explained in
the enclosed Fublication 892. Your appeal showid give the facts, lav,
apd any other infornpation Lo support your pesition. 1t ¥

hearing. please request it when you $iie vour appeal and wou will be

Y

contacted to arrange a dste. The hearing @ay be neld ay the regional

office, or, if you vequest, 2t any matually convenient district
office. I you will be represented bY somaone whe is not ocne cf you
priacipal officers, that person will ne=d te file A power ol attorney
or tax informaticn authorization with us.

1f you de not appeal this determinpation within 30 days fr
of this letter, as explained in publication 8392, this et
becoms OWUr final deterninatiou in this makizr.

o the date
tor will

Appeals gubmitted which do not contain alil the documentation requirad
by pubtication 892 will be returned for conpletion.

If you have any questions. please contact the person whoss nage and

telephon& number are chow in the heading of thig letter.

Sincerely yours,

District Dirvec




